Environmental Disclosure In Notes To Financial 







This	 research	 uses	 a	 quantitative	 method	 to	 analyze	 the	 relationship	
between	 its	 variables.	 Quantitative	 method	 is	 when	 the	 research	 that	 is	
conducted	uses	numerical	based	data	and	analysis	(Duignan,	2016;	Sekaran	&	
Bougie,	 2016).	 Duignan	 (2016)	 mentioned	 that	 there	 are	 three	 distinctive	
fields	 of	 quantitative	 method	 which	 are	 descriptive	 analysis,	 analysis	 of	
relationship,	 and	 analysis	 of	 differences.	 Where	 according	 to	 the	 author	
descriptive	analysis	is	“the	elementary	statistical	characteristics	of	a	set	of	data	
relating	to	observations	of	a	variable	or	variables	these	includes:	measures	of	
central	 tendency	 (mean,	 median,	 and	 mode)	 and	 measures	 of	 dispersion	
(standard	deviation,	 variance,	 range,	minimum,	 and	maximum).	Analysis	 of	
relationship	is	a	statistical	technique	to	analyze	the	relationship	between	two	
or	 more	 variables.	 Analysis	 of	 differences	 is	 a	 “statistical	 techniques	 to	
determine	whether	observations	of	differences	between	two	or	more	sets	of	
sample	data	measuring	the	same	variable	are	statistically	significant	or	not”	















sample,	 it	 is	 a	 sub-group	 of	 a	 population	 (Sekaran	 &	 Bougie,	 2016).	 The	
population	 in	 this	 research	will	 refer	 to	 the	 public	 companies	 listed	 in	 IDX	
within	 the	 selected	 sectors,	 basic	 industry	 and	 chemicals	 and	mining.	 This	
research	will	use	purposive	sampling,	“where	it	is	judged	that	a	representative	
sample	can	be	obtained	where	probability	techniques	are	not	practical;	or	with	




The	 basic	 industries	 and	 chemicals	 sector	 and	 the	 mining	 sector	 were	
chosen	 due	 to	 the	 fact	 that	 they	 affect	 the	 environment	 greater	 than	 other	
sectors.	 The	 companies	 within	 that	 industry	 have	 had	 many	 negative	
environmental	 cases	 previously	 against	 them.	 Also,	 since	 they	 have	 more	
connection	towards	the	environment	they	are	bound	to	have	more	substantive	
CSR	information	to	disclose	within	their	annual	report.	Although	this	research	












Following	 the	 description	 above,	 this	 research	 has	 a	 set	 of	 criteria	 for	
sampling,	these	include:	



















the	 sample	 with	 the	 zero	 amount	 of	 environmental	 disclosure	 regressed	
against	the	company’s	cost	of	capital,	the	result	would	not	reflect	the	research	
objective	as	there	are	no	environmental	disclosure	to	affect	it.	Therefore,	the	
criteria	 above	 should	 exclude	 any	 inaccurate	 and	 irrelevant	 data	 from	 the	
sample.	












2016	 76	 18	 14	 23	 21	
2017	 76	 12	 8	 34	 22	
2018	 76	 10	 6	 34	 26	
Total	 228	 40	 28	 91	 69	
	
Table	3.2.2:	Population	and	Sample	for	Mining	
Mining	 Population	 Removed	by	Criteria	 Sample	Used	1	 2	and	3	 4	
2016	 50	 13	 5	 7	 25	
2017	 50	 4	 4	 6	 36	
2018	 50	 8	 3	 6	 33	















This	 research	 uses	 secondary	 data	 collected	 from	 official	 government	
websites	 or	 other	 trusted	 sources	 to	 achieve	 its	 conclusion.	 According	 to	
Sekaran	and	Bougie	(2016),	secondary	data	is	“data	that	already	exist	and	do	





















on	 the	 basis	 of	 selected	 criteria”	 where	 the	 method	 itself	 assumes	 that	
“frequency	is	an	indication	of	the	subject	matter’s	importance”.	Sweeney	and	
Coughlan	 (2008)	 simplify	 the	 method	 as	 “drawing	 conclusions	 from	
observations	of	content.”	As	previously	mentioned,	annual	reports	consist	of	
qualitative	 and	 quantitative	 information.	 Many	 are	 satisfied	 by	 just	 using	
quantitative	 material,	 yet	 a	 person	 can	 only	 receive	 all	 the	 information	
presented	by	combining	numbers	and	descriptions	given.	Content	analysis	has	
been	 used	 widely	 to	 analyze	 corporate	 social	 responsibility	 information	
(Sweeney	&	Coughlan,	2008).	CSR,	given	it	is	voluntary	disclosure,	are	mostly	





















































that	 influences	 the	 dependent	 or	 criterion	 variable	 and	 accounts	 for	 (or	
explains)	its	variance”.	The	independent	variable	used	in	this	research	is	the	
amount	 of	 CSR	 disclosure	 in	 public	 firms	 within	 the	 basic	 industry	 and	


































“…to	 Decree	 of	 Head	 of	 Environmental	 Service	 Region	 Tanah	
Bumbu	No…”	–	GEMS	2018	Notes	to	Financial	Statements	
	
The	 sentence	above	 is	 something	 that	we	are	 searching	 for.	However,	
added	to	it,	we	also	collected	its	Bahasa	Indonesia	counterpart:	
“…Pertama	 Surat	 Keputusan	 Head	 of	 Environmental	 Service	




• Some	 of	 the	 keywords	 include	 two	 words	 combined	 such	 as	 “energy	
consumption”	and	“environmental	 impacts”.	Though	it	might	seem	the	
combined	words	 are	 relevant	 to	 the	 topic	 ‘environmental	 disclosure’,	
NVIVO	 itself	 has	 not	 been	 able	 to	 search	 sentences	 (two	 or	 more	
keywords	combined)	as	a	whole.	Rather,	it	searches	the	existence	of	each	
individual	word.	Thus,	some	results	only	have	the	word	“consumption”	
or	 “impacts”	 whereby	 itself	 it	 does	 not	 relate	 to	 the	 topic	 of	
‘environmental	disclosure’.	Example:	
“…usage	 and	 technological	 development	 could	 impact	 the	
economic	 useful	 lives	 and…”	 –	 ALMI	 2018	 Notes	 to	 Financial	
Statements	
	














study	 (Sekaran	&	Bougie,	2016).	 It	 is	 the	variable	or	phenomenon	which	 is	
thought	to	respond	to	changes	in	other	variables.	This	research’s	dependent	

























	To	 ease	 the	 calculation,	 there	was	 a	 constant	 tax	 rate	 following	 the	




Simple	 regression	 analysis	 “used	 in	 a	 situation	where	 one	 independent	
variable	is	hypothesized	to	affect	one	dependent	variable”	(Sekaran	&	Bougie,	
2016).	Using	SPSS,	the	relationship	of	the	variables	will	be	seen	by	the	linear	
regression	 significance	 level.	 The	 hypothesis	 would	 be	 accepted	 when	 the	
linear	regression	significance	level	is	higher	than	0.05.	The	linear	regression	
would	 be	 as	 a	 one-tailed	 test	 as	 the	 hypothesis	 demands	 a	 directional	
relationship	 between	 the	 independent	 variable	 and	 its	 dependent	 variable.	
The	 regression	 would	 assess	 the	 relationship	 of	 positive	 CSR	 disclosure	
towards	the	company’s	cost	of	capital.	Additional	tests	using	the	same	testing	
method	 was	 done	 with	 each	 sector	 separately.	 It	 was	 done	 to	 see	 the	
relationship	between	the	variables	when	they	are	in	their	respective	sector.	
The	formula	for	the	current	study	is:	



























of	 the	 distribution	 is	 normal	 or	 not.	 A	 good	 regression	 would	 have	 a	
normal	or	near	normal	distribution.	To	detect	 the	residual	distribution,	









Heteroscedasticity	 test	 is	 to	 see	 if	 there	 is	 a	 difference	 in	 variables	
within	the	residuals	in	one	observation	to	another.	To	test	it,	we	developed	
a	scatterplot	and	see	if	the	data	presented	forms	into	a	specific	pattern.	If	












• If	 dL	 <	 (4	 –	 dw)	 <	 dU,	 then	 the	 result	 is	 unsure	 or	 cannot	 be	
concluded	
	
	
